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to our shareholders: 


The year 1967 turned out to be a difficult one 
for the Associated Brewing Company. This 
was not the indicated trend at the beginning 
of the year. In fact, at the end of the first 
three months, the Company reported that a 
profit improvement had been accomplished 
over the same period of the previous year even 
though unusually severe weather had caused 
sales to dip moderately during the period. 
Again, for the first six months of 1967, the 
Company reported an improved profit position 
over the same period of the previous year with 
sales still affected by continued cool weather 
resulting in a decline in sales dollars as com¬ 
pared with the first six months of 1966. In 
other words, the Company had been able to 
show a profit improvement as the result of 
reduced costs through operating improve¬ 
ments while incurring a moderate sales volume 
decline. " 

The third quarter of 1967 reflected the result 
of a period most adversely affected by un¬ 
seasonably cold weather in the Company’s 
major marketing area, by competitive price 
cutting and other unfavorable marketing 
conditions, including civil disorders in certain 
areas, and by cost increases. The fourth 
quarter saw the continued effect on sales 
dollars through prices required to meet 
competition along with other unfavorable 
marketing conditions. 

The gross revenues during the twelve months 
ended December 31, 1967, were $134,744,400 
and the net income amounted to $629,138. 

A proposal, publicly announced, to acquire 
control of Family Bargain Centers, Inc., by a 
tender offer was not pursued by the parties 
because of adverse changes in the financial 
markets of the country (unrelated to the affairs 
of either company) and the adverse affect, 


mentioned above, of the Company’s third 
quarter operating results. Both of these factors 
would have affected the terms of underwriting 
of the Company’s debentures it had planned 
to issue to finance the acquisition. 

In 1967, your management continued to follow 
the business concept that to stand still is to 
fall behind and, therefore, has made and is 
continuing to make long term capital improve¬ 
ments. Each improvement is designed to 
maintain our high quality, improve our 
operating efficiency ana/or enable us to bring 
to the market place the many packaging 
innovations that the beer consumer of today 
has come to expect from any aggressive 
brewer, such as the aluminum can and the 
special select style non-returnable bottles. 
During 1967, our capital additions amounted 
to approximately two and three quarter 
million dollars. 

The brewing industry today is experiencing 
one of the most competitive periods in its 
history and it is expected that 1968 will see 
this intense competition continue through the 
introduction of new products, packaging 
changes, marketing innovations and the pric¬ 
ing and advertising policies of the larger 
brewers. 

Your management is making every effort to 
meet this competition in the year ahead 
through the development of new advertising 
and marketing programs along with improved 
operating efficiencies. We are also continuing 
to explore possibilities for expansion within the 
brewing industry and for diversification into 
other fields. 

In summation, we feel there is a distinct pos¬ 
sibility that we will see an improvement in 
earnings for the year 1968. 






George K. Bissell Herbert S. Epstein 

Chairman of the Board President 
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Associated Brewing Company and Subsidiaries 
Consolidated Balance Sheets, December 31,1967 and 1966 


Assets 

1967 

1966 

(Note B) 

Current assets: 



Cash 

$ 3,936,276 

$ 6,301,325 

Accounts and notes receivable, net 

6,862,720 

6,279,476 

Inventories: 

Beer and ale, at average cost 

2,366,702 

2,391,504 

Materials and supplies, at lower of cost (first-in, 
first-out) or market (Note D) 

6,533,754 

6,751,298 

Prepaid expenses 

960,689 

1,357,346 

Total current assets 

20,660,141 

23,080,949 

Property, plant and equipment, at cost, less accumulated 
depreciation (Note E) 

25,458,145 

24,992,198 

Deferred charges, net of amortization 

1,582,426 

1,398,546 


Total assets 


$47,700,712 $49,471,693 


The accompanying notes are a part of the financial statements. 
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Liabilities 

1967 

1966 

(Note B) 

Current liabilities: 



Current maturities of long-term notes (Note F) 

$ 1,595,000 

$ 1,595,000 

Accounts payable 

5,811,349 

5,928,533 

Accrued liabilities 

3,016,814 

3,396,252 

Customers’ deposits on kegs and pallets 

382,078 

384,566 

Total current liabilities 

10,805,241 

11,304,351 

Long-term notes (Note F) 

12,292,500 

13,887,500 

Other long-term obligations 

770,781 

646,916 

Federal income taxes due in future years 

920,409 

920,409 

Total liabilities 

24,788,931 

26,759,176 

Stockholders' Equity 



Common stock, $1 par: 



Authorized, 2,500,000 shares 



Issued, 1,295,444 and 1,288,725 shares, respectively 

1,295,444 

1,288,725 

Additional paid-in capital (Note G) 

9,992,420 

9,912,191 

Earnings retained for use in the business 

11,623,917 

11,511,601 

Total stockholders' equity 

22,911,781 

22,712,517 

Total liabilities and stockholders' equity 

$47,700,712 

$49,471,693 


The accompanying notes are a part of the financial statements. 
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Associated Brewing Company and Subsidiaries 
Consolidated Statements of Income 


1967 


Sales 

Less, Federal and state excise taxes 
Cost of sales 

Marketing, administrative and general expenses 

Other deductions, net of other income 

Income before income taxes and extraordinary items 
Provision for income taxes 

Income before extraordinary items 
Extraordinary items (Note B): 

Credit arising from utilization of tax loss 
carry-forward 

Loss arising from closing and disposing of plant 
(less $640,000 tax reduction) 

Net income (loss) 

Per share of common stock: 

Income before extraordinary items 
Extraordinary items 
Net income (loss) 


$134,744,400 

48,869,861 

85,874,539 

61,907,316 

23,967,223 

22,546,257 

1,420,966 

791,828 

629.138 
232,000 

397.138 


232,000 


$ 629.138 


$ .31 

.18 
$ .49 
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Consolidated Statements of Earnings 
Retained for Use in the Business 

1967 


$11,511,601 

629,138 

12,140,739 

(516,822 ) 

$11,623,917 


The accompanying notes are a part of the financial statements. 
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Balances, January 1 

Net income (loss) for the year 

Cash dividends, $.40 per share 
Balances, December 31 


1966 

(Note B) 

$147,566,621 

53,731,221 

93,835,400 

65,762,951 

28,072,449 

25,461,583 

2,610,866 

782,798 

1,828,068 

640,000 

1,188,068 


(4,992,598 ) 
$ (3,804,530) 

$ .92 

(3.87 ) 
$ (2.95) 


1966 

(Note B) 

$15,830,254 

(3,804,530 ) 

12,025,724 

(514,123) 

$11,511,601 















































Associated Brewing Company and Subsidiaries 
Consolidated Statement of Changes in Working Capital 


Working capital, January 1, 1967 


$11,776,598 

Additions to working capital by source: 

From operations: 

Net income for the year 

$ 629,138 


Add, Items charged to income which do not 
affect working capital: 

Depreciation of fixed assets 

2,164,716 


Amortization of deferred charges 

240,213 


Total derived from operations 

3,034,067 


Proceeds from sales of fixed assets 

155,570 


Proceeds from sale of common stock under 

stock option plan 

86,969 


Total additions to working capital 

3,276,606 


Disposition of working capital: 

Additions to property, plant and equipment 

2,748,802 


Payments on long-term notes 

1,595,000 


Expenditures for licensing fees, net 

of adjustment for current portions 

326,173 


Dividends paid 

516,822 


Other changes 

11,507 


Total disposition of working capital 

5,198,304 


Decrease in working capital 


1,921,698 

Working capital, December 31, 1967 


$ 9.854.900 


The accompanying notes sure a part of the financial statements. 
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Associated Brewing Company and Subsidiaries 
Notes to Consolidated Financial Statements 


Note A: The consolidated financial statements 
include the accounts of Associated Brewing 
Company and its wholly owned subsidiary 
companies. 

Note B: The 1966 financial statements have been 
restated to record the 1966 Detroit Plant dis¬ 
continuance loss in accordance with certain 
opinions of the Accounting Principles Board, the 
effective dates of which were subsequent to 1966. 
The opinions require such losses to be reflected as 
an extraordinary charge to income and, in general, 
limit recognition of related tax reductions to 
amounts actually realized. The loss had been 
previously recorded as a charge to Earnings 
Retained for Use in the Business, $3,172,598 after 
deduction of $2,460,000 for estimated tax benefits 
of which $1,820,000 was recorded as prepaid 
expenses or deferred charges and $640,000 applied 
to the reduction of the liability for taxes payable. 
The restatement reduces net income $4,992,598 
and Earnings Retained for Use in the Business 
$1,820,000 from amounts previously reported. 


The Senior, Series A and Series B notes are due 
October 1, 1977. Fixed annual payments of 
$930,000 and additional principal payments of 
one-half of annual consolidated net earnings in 
excess of $1,500,000 are required. 

The note agreements require the Company (1) 
to maintain consolidated working capital of not 
less than $11,000,000, reduced to $9,000,000 until 
May 31, 1968, and (2) to limit the total cash 
dividends, purchases of its own stock and certain 
payments on term debt to consolidated net income, 
accumulated subsequent to December 31, 1964 
(excluding the loss incurred on discontinuance of 
Detroit Plant) plus $1,000,000. As at December 
31, 1967, the amounts free of such restrictions 
were $854,900. 

Holders of the Series A notes hold warrants to 
purchase 30,000 shares of common stock at $16 
per share until October 1, 1972. 

Interest on long-term notes was $857,446 in 1967. 


Note Cs On February 7, 1968, the Board of 
Directors of the Company approved in principle 
a plan of merger under which the Company would 
be merged into, and become a wholly owned 
subsidiary of Transcontinental Investing Cor¬ 
poration. Approval of shareholders of both com¬ 
panies will be required. 

Note D: Customers’ deposits on bottles and 
cartons amounting to $2,454,637 and $2,818,377 
as of December 31, 1967 and 1966, respectively, 
have been deducted from the related inventory 
accounts. 


Note E: Major classes of property, plant and 
equipment were as follows: 

Dec. 31, 



1967 

1966 

Land improvements 

$ 415,893 

$ 411,168 

Buildings 

12,770,216 

11,626,417 

Machinery and equipment 

27,689,892 

27,347,647 

Accumulated 

40,876,001 

39,385,232 

depreciation 

16,655,400 

15,565,291 


24,220,601 

23,819,941 

Land 

1,237,544 

1,172,257 

Totals 

$25,458,145 

$24,992,198 


Depreciation expense for 1967 and 1966, based 
upon amortizing the costs of assets equally over 
assigned lives, was $2,164,716 and $2,434,151, 
respectively. 

Note F: Long-term notes at December 31, 1967 
consisted of: 

Amounts Amounts 
Due Within Due After 
One Year One Year 


Note payable to bank, 
at 6% 

5 Senior notes 
6% Series A, subordinated 
notes 

5%% Series B, 

subordinated notes 
5% mortgage payable, due 
February 1, 1969 
Totals 


$ 640,000 $ 3,680,000 

500,000 4,500,000 

215,000 1,925,000 

215,000 1,925,000 

25,000 262,500 

$1,595,000 $12,292,500 


The note payable to the bank is due July 1, 1974. 
Fixed quarterly payments of $160,000 plus 
interest on the unpaid balance are required. 


Note G: Under the terms of various stock option 
plans, 59,960 shares of the Company’s common 
stock were reserved for issue to management 
employees. During 1967, 6,740 shares with a 
market value of $131,630 were exercised at an 
option price of $86,969. The amount received in 
excess of the par value of such shares, $80,229, 
has been transferred to additional paid-in capital. 
At December 31, 1967, employees held options to 
purchase 55,740 of the reserved shares at prices 
from $12.1875 to $15,875 per share. Of the options 
outstanding, 28,250 shares were exercisable at 
December 31, 1967. All options expire after five 
to eight years from the date of grant. 

Note H: The Company has a net operating loss 
cany-forward for federal income tax purposes, 
arising primarily from the deduction in its 1966 
tax return of the loss from discontinuance of the 
Detroit Plant. At December 31, 1967, approxi¬ 
mately $3,300,000 is available to offset future 
taxable income until 1971. 

The provision for income taxes is the amount 
appropriately chargeable to the income reported 
and determined after deductions of available 
investment credits of $70,000 for 1967 and 
$238,000 for 1966. The reduction in taxes other¬ 
wise payable has been included in extraordinary 
items. 

The federal income tax returns of the Company 
for periods subsequent to 1961 are currently being 
examined and certain adjustments have been 
proposed, the most significant of which relate to 
the reallocation of the purchase price of acquired 
plants including the assignment of a portion 
thereof to goodwill. Any adjustments ultimately 
made will serve to reduce the unused portion of 
the loss carry-forward. 

Note I: The Company has severed pension plans 
covering its employees. Most plans provide for 
contributions to union trusteed pension funds on 
the basis of hours worked; other plans are funded 
as pension costs accrue except as to one plan 
which is unfunded. The total pension expense 
covering both salaried and union employees for 
the year was $1,096,603, which includes appro¬ 
priate amortization of prior service cost. 
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Lybraxd, Ross Bros. & Montgomery 

Certified Public Accountants 


Coopers 6c Lybrand 

IN AREAS or THE WORLD 
OUTSIDE THE UNITED STATES 


To the Board of Directors and Stockholders of 
Associated Brewing Company: 

We have examined the consolidated balance sheet of 
Associated Brewing Company and Subsidiaries as at December 31 > 19^7 
and the related consolidated statements of earnings retained for 
use in the business, income and changes in working capital for the 
year then ended. Our examination was made in accordance with 
generally accepted auditing standards, and accordingly included 
such tests of the accounting records and such other auditing 
procedures as we considered necessary in the circumstances. We 
previously examined and reported upon the financial statements 
for the year ended December 31 , 1 ^ 9 66 which have been restated 
from amounts previously reported (see Note B). 

In our opinion, the above referred to financial statements 
present fairly the consolidated financial position of Associated 
Brewing Company and Subsidiaries at December 31 , 1967 and 1966 
and the consolidated results of operations and changes in working 
capital for the years then ended, in conformity with generally 
accepted accounting principles applied on a consistent basis. 


Detroit, Michigan 
February 10 , 1968 
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